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OC250085 
 
17 March 2025 
 

I refer to your request dated 01 February 2025 under the Official Information Act 1982 (the Act), 
seeking the following information: 
 
 

“I would like to make an OIA request for all relevant emails and reports relating to 
the Govt agreeing to fund half of the CRL. 
https://www.beehive.govt.nz/release/government-confirms-city-rail-link-funding”. 

 
Seventeen documents fall within the scope of your request. The documents are listed in the 
document schedule attached as Annex 1. This schedule outlines how the documents you requested 
have been treated under the Act. 
 
Certain information is withheld under the following sections of the Act: 
 

9(2)(b)(ii) to protect information where the making available of the information would be 
likely unreasonably to prejudice the commercial position of the person who 
supplied or who is the subject of the information 

 

9(2)(g)(i) to maintain the effective conduct of public affairs through the free and frank 

expression of opinions by or between or to Ministers of the Crown or members 

of an organisation or officers and employees of any public service agency or 

organisation in the course of their duty. 

Regarding the information that has been withheld under section 9 of the Act, I am satisfied that the 
reasons for withholding the information at this time are not outweighed by public interest 
considerations that would make it desirable to make the information available. 
 
I am refusing your request under the following section of the Act regarding documents 16 and 17 as 
outlined in Annex 1: 

 

18(d)  the information requested is or will soon be publicly available. 

 
You have the right to seek an investigation and review of this response by the Ombudsman, in 
accordance with section 28(3) of the Act. The relevant details can be found on the Ombudsman’s 
website www.ombudsman.parliament.nz. 
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The Ministry publishes our Official Information Act responses, and the information contained in our 
reply to you may be published on the Ministry’s website. Before publishing we will remove any 
personal or identifiable information. 
 
Nāku noa, nā 

 
Bryan Field  
Manager – Programme Monitoring and Investment Management 
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Office of the Associate Minister of Finance 
Office of the Minister of Transport 

Chair 
Cabinet Economic Growth and Infrastructure Committee 

EMERGING CROWN NEGOTIATING POSITION FOR THE 
AUCKLAND CITY RAIL LINK JOINT BUSINESS PLAN 

Proposal 

1. We seek Cabinet’s agreement in principle to the emerging Crown negotiating position
for discussion with Auckland Council on the Auckland City Rail Link (CRL) joint
business plan.

Executive summary 

2. In December 2015, Cabinet approved a proposal for the Minister of Finance and the
Minister of Transport to enter negotiations with Auckland Council with a view to
bringing forward the joint business plan (originally intended for 2017) and formalising
the Government’s commitment to provide funding for the CRL [EGI-15-MIN-0197
refers]. The Prime Minister announced this position in January 2016.

3. We have appointed a negotiating team for the Crown that has made good progress in
identifying the key risks to address during the negotiations. We have given the team a
mandate to begin exploring these issues with Auckland Council and Auckland
Transport. These discussions with senior management have been very positive and
have established broad alignment in thinking around the risks associated with the
project and how these may be jointly addressed. We expect formal negotiations to be
completed before the end of August 2016, when we will report back with a proposed
funding commitment.

4. We have directed the negotiating team to limit the scope of the negotiations to the
main construction works and the early works (excluding financing costs) and to
proceed on the basis that the Crown will provide funding for 50 percent of these costs.
The estimated funding commitment for the Crown will be $1.68 billion (a 50 percent
share of around $3.37 billion).

5. We have directed the negotiating team to develop advice on what the Government’s
governance objectives should be and begin exploring with Auckland Council and
Auckland Transport what a joint governance structure could look like to deliver the
project and to allocate risks. As part of a more explicit governance role, we will also
seek Auckland Council’s agreement to a review of Auckland Transport’s current
procurement strategy to ensure this provides value for money and optimises whole-of-
life costs.
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6. We have asked the negotiating team to explore with Auckland Council establishing a 
principle of equally shared funding (50-50) between the Crown and Auckland Council 
for future passenger-related rail network upgrades (tracks, signalling and associated 
infrastructure), using the CRL funding commitment as leverage. This would ensure 
that the Council is incentivised to consider and prioritise any rail investment alongside 
other transport network investments, such as roads that are funded on a shared basis 
through the National Land Transport Programme. This may also provide substantial 
long-term savings for the Crown given that it is currently expected to provide funding 
for 100 per cent of all track and associated infrastructure upgrades (officials estimate 
savings of up to $755 million over the next 30 years).  

7. The negotiating team is currently focusing on further developing its advice around the 
timing and fiscal impacts of Crown funding, the issues associated with the existing rail 
operating model and how this can be addressed through the CRL joint business plan, 
and how the Crown’s funding commitment could be linked to wider priorities around 
housing (this was not part of the formal Cabinet mandate but was discussed with 
Cabinet at the time). We intend to advise Cabinet on these issues after we have been 
briefed by officials. 

8. We do not intend to make any public statements following decisions taken on this 
paper. Given that the negotiations are at a sensitive stage, any public statements 
could put the Crown’s position at risk and weaken any negotiating leverage it currently 
has. Ministers may consider the merit in providing a conditional statement of funding 
certainty should it become apparent that the construction sector requires this to 
engage and compete in Auckland Transport’s procurement process.  

Background 

9. In December 2015, Cabinet authorised the Minister of Finance and the Minister of 
Transport to enter negotiations with Auckland Council with a view to bringing forward 
the joint business plan and formalising the Government’s commitment to provide 
funding for the CRL [EGI-15-MIN-0197 refers]. The Prime Minister announced this 
decision in January 2016. 

10. Cabinet also agreed in December that the negotiations should address the following 
parameters: 

10.1.  any conditions to reflect the timing for when Government funding will become 
available, based on progress against the expected project timeframe 

10.2. the Government and Auckland Council’s shares of funding, and that the 
Government’s share of funding will not exceed 50 per cent of the capital costs 
of the project and will not include any financing costs which Auckland Council 
may incur from commencing the main works in 2018 

10.3. treatment of early construction costs incurred prior to a funding agreement (or 
joint business plan) 

10.4. treatment of any costs needed to provide for additional wider network 
improvements to fully deliver the benefits of the CRL 
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10.5. how the CRL’s whole-of-life costs can be minimised 

10.6. governance and project management arrangements for the CRL to ensure it is 
delivered to time, scope and cost parameters 

10.7. the ownership arrangements for the CRL asset once completed 

10.8. opportunities to part-fund the CRL through third-party funding 

10.9. any other risks or issues identified during the negotiations. 

11. Cabinet noted that the Minister of Finance and the Minister of Transport would report 
back in the first half of 2016 with a proposed funding commitment and proposal for 
next steps following discussions with Auckland Council. Following Cabinet’s 
decisions, the Minister of Finance has delegated his oversight responsibilities for the 
CRL negotiations to the Associate Minister of Finance. 

12. This paper outlines the emerging Crown position and seeks in principle agreement to 
certain directions. We expect the negotiations to be finalised before the end of August, 
when we will be able to report back with a full funding commitment proposal.  

 Progress 

13. Simon Allen and Geoff Dangerfield have been engaged to lead a negotiating team for 
the Crown comprising officials from the Ministry of Transport and the Treasury. Simon 
Allen has been involved in a number of key agreements for the Crown such as Crown 
Fibre and the SkyCity Convention Centre. Geoff Dangerfield has served in a number 
of leadership roles in the public sector, most recently as Chief Executive of the 
New Zealand Transport Agency. 

14. We have been meeting regularly with the negotiating team to consider progress and 
to provide direction on key issues. 

15. The negotiating team has made good progress in developing its thinking around the 
key risks that the Government will need to address during the negotiations, and we 
have given the team a mandate to begin exploring these with Auckland Council and 
Auckland Transport. 

16. The lead negotiators have held a number of informal meetings with the Chief 
Executives of Auckland Council and Auckland Transport. These meetings have been 
very positive and have established broad alignment in thinking around project risks.  

Emerging Crown position 

Amount of the Crown’s share of funding  

17. There are four broad packages of works that we have considered for the scope of the 
negotiations. 
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18. We have provided the negotiating team with a clear steer to limit the scope of the 
negotiations to the main construction works (package I) and the early works (package 
II, excluding financing costs) and to proceed on the basis that the Crown will provide 
funding for 50 per cent of these costs. Packages I and II align with Auckland 
Transport’s business case for the CRL and align with its and Auckland Council’s 
expectations for the scope of the Crown’s funding commitment. 

19. The Treasury are of the view that the early works should not be included because 
they do not see any additional value to the Crown given that the Council have already 
agreed to finance them, and because they believe a precedent would be set under 
which the Crown retrospectively funds projects that have commenced without being 
assessed by central government. 

20. Further work is needed with Auckland Council and Auckland Transport to identify the 
final amount, but at this stage officials estimate that the Crown’s funding share is 
$1.68 billion. 

21. At this stage, we do not think it necessary to include any of the works contained in 
packages III and IV, as these will be considered through the Budget or other funding 
processes. However, these wider works could be included in the Crown’s funding 
commitment if there is an opportunity to leverage concessions from Auckland Council 
on housing priorities.  

s 9(2)(b)(ii)
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Delivering the CRL and allocation of risks 

22. We have considered two broad options for the role that the Government could take in 
delivering the CRL and managing its risks: 

22.1. seek a governance role in a monitoring and advisory capacity while allowing 
Auckland Transport the final decision rights and responsibility for the project 
risks; or  

22.2. seek an explicit joint governance role with Auckland Council and Auckland 
Transport which would necessarily involve complete sharing of project risks on 
an ongoing basis.  

23. On balance, we favour a more explicit joint governance role for the Government as 
this would provide us with a direct and more proactive role in managing risks and 
making decisions on how the project will be delivered, including scope changes and 
potential cost overruns. 

24. Adopting an arm’s-length approach may minimise the risks to the Crown in the first 
instance but there is a significant risk that Auckland Council would revert to the Crown 
as a funder for any major risks to the project’s successful completion. 

25. We have directed the negotiating team to develop advice on what the Government’s 
governance objectives should be and to begin exploring with Auckland Council and 
Auckland Transport what a joint governance structure could look like to deliver the 
project and to manage and share risks. 

26. As part of a more explicit governance role, we will also seek Auckland Council’s 
agreement to a review of the current procurement strategy to ensure this provides 
value for money and optimises whole-of-life costs. 

Establishing a principle of equally shared funding for passenger-related rail upgrades 

27. Given the leverage provided by the Crown’s funding commitment, and the expected 
network enhancement needed over the next 30 years, the CRL negotiations provide 
an opportunity to agree a shift in the current funding arrangements where the Crown 
is currently expected to provide funding for 100 per cent of all track and associated 
infrastructure upgrades across the Auckland network. 

28. We have asked the negotiating team to explore with Auckland Council establishing a 
principle of equally shared funding (50-50) between the Crown and Auckland Council 
for future passenger-related rail network upgrades (tracks, signalling and associated 
infrastructure). RELE
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Human rights, gender, disability, legislative implications and Regulatory Impact 
Analysis 

36. There are no human rights, gender, disability, or legislative implications arising from 
this paper. A Regulatory Impact Analysis is not required. 

Publicity 

37. We do not intend to make any public statements following decisions taken on this 
paper. Given that the negotiations are at a sensitive stage, any public statements 
could put the Crown’s position at risk and weaken any negotiating leverage it currently 
has.  

38. If it becomes apparent that the construction sector requires further certainty to engage 
and compete in Auckland Transport’s procurement process, Ministers may consider 
the merit in providing a conditional statement of funding certainty to provide 
confidence to the market.  

Recommendations 

39. The Associate Minister of Finance and the Minister of Transport jointly recommend 
that the Committee: 

1. note that negotiations are underway with Auckland Council and Auckland 
Transport on the City Rail Link joint business plan and the Associate Minister of 
Finance and the Minister of Transport are seeking Cabinet’s agreement in 
principle to the emerging Crown negotiation position 

2. note that the Associate Minister of Finance and the Minister of Transport will 
report back by the end of August 2016 with a proposed joint business plan that 
addresses key risks for the Crown and enables it to formalise its funding 
commitment for the City Rail Link 

3. note that when the Associate Minister of Finance and the Minister of Transport 
report back by the end of August 2016, Cabinet will be able to consider the final 
joint business plan in full and confirm its provisions after the Crown negotiating 
team has agreed this with Auckland Council and Auckland Transport 

4  agree in principle that the current negotiating position is for the Crown to 
provide 50 per cent of the agreed capital costs of the City Rail Link  

5. agree in principle that the current negotiating position is that the early works 
undertaken before agreement on a joint business plan will be included in the 
final joint business plan, minus any financing costs incurred by Auckland 
Council 

6. note that the estimated funding share for the Crown is $1.68 billion 
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7. agree in principle that the current negotiating position is that the wider network 
improvements needed to realise the full benefits of the City Rail Link are not 
included in the final joint business plan unless there is an opportunity to use 
these as leverage for wider policy concessions 

8. agree in principle that the Crown negotiating team should explore with 
Auckland Council and Auckland Transport a joint governance and risk-sharing 
model between the Crown and Auckland Council to deliver the City Rail Link 
project, including reviewing Auckland Transport’s existing procurement strategy 
to ensure it delivers value for money and optimises whole-of-life costs 

9. agree that the Crown negotiating team should explore with Auckland Council 
and Auckland Transport establishing a principle of equally shared funding for all 
passenger related rail upgrades (tracks, signalling and associated 
infrastructure) on the Auckland rail network in the future 

10. note that the Crown negotiating team is still developing a recommended 
position on the following matters and the Associate Minister of Finance and 
Minister of Transport will report on these in August 2016 when they seek 
Cabinet approval of the joint business plan: 

• the timing of the Crown funding commitment 

• the issues associated with the existing rail operating model and how this 
can be addressed through the City Rail Link joint business plan 

• whether and how the Crown funding commitment could be tied to wider 
priorities around housing 

11. note that the Associate Minister of Finance and the Minister of Transport may 
choose to release a conditional statement of funding certainty if they deem it 
necessary to provide confidence to the construction sector to engage and 
compete in Auckland Transport’s procurement process 

 
Hon Steven Joyce Hon Simon Bridges 
Associate Minister of Finance Minister of Transport 

Dated: _______________________  Dated: ______________________  
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C O M M E R C I A L  :  S E N S I T I V E  
EGI-16-MIN-0175 

 

Cabinet Economic Growth 
and Infrastructure 
Committee 

Minute of Decision 

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Auckland City Rail Link Joint Business Plan

Portfolios Associate Finance (Hon Steven Joyce) / Transport

On 6 July 2016, the Cabinet Economic Growth and Infrastructure Committee (EGI):

1 noted that on 9 December 2015, EGI:

1.1 authorised the Minister of Finance and the Minister of Transport to enter into 
negotiations with the Auckland Council with a view to bringing forward the City 
Rail Link business plan and formalising the commitment to provide Crown funding, 
subject to a range of funding, ownership and risk issues being successfully 
negotiated and resolved;

1.2 noted that a further report will be submitted to EGI in the first half of 2016, with a 
proposed funding commitment and proposal for next steps following discussions 
with the Auckland Council;

[EGI-15-MIN-0197]

2 noted that negotiations are underway with the Auckland Council and Auckland Transport on
the City Rail Link joint business plan, and that the paper under EGI-16-SUB-0175 seeks 
Cabinet’s agreement in principle to the emerging Crown negotiation position;

3 noted that the Associate Minister of Finance (Hon Steven Joyce) and the Minister of 
Transport (the Ministers) will report back to EGI by the end of August 2016 with a proposed
joint business plan that addresses key risks for the Crown, and enables the Crown to 
formalise its funding commitment for the City Rail Link;

4 noted that when the Ministers report back by the end of August 2016, Cabinet will be able 
to consider the final joint business plan in full, and confirm its provisions after the Crown 
negotiating team has agreed this with Auckland Council and Auckland Transport;

5 agreed in principle that the current negotiating position be for the Crown to provide 
50 percent of the agreed capital costs of the City Rail Link; 

6 agreed in principle that the current negotiating position be that the early works undertaken 
before agreement on a joint business plan will be included in the final joint business plan, 
minus any financing costs incurred by Auckland Council;

7 noted that the estimated funding share for the Crown is $1.68 billion;

1 
C O M M E R C I A L  :  S E N S I T I V E  1466i02qgm 2025-02-19 16:37:04
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8 agreed in principle that the current negotiating position be that the wider network 
improvements needed to realise the full benefits of the City Rail Link are not included in the
final joint business plan, unless there is an opportunity to use these as leverage for wider 
policy concessions;

9 agreed in principle that the Crown negotiating team should explore with the Auckland 
Council and Auckland Transport a joint governance and risk-sharing model between the 
Crown and Auckland Council to deliver the City Rail Link project, including reviewing 
Auckland Transport’s existing procurement strategy to ensure it delivers value for money 
and optimises whole-of-life costs;

10 agreed that the Crown negotiating team should explore with the Auckland Council and 
Auckland Transport establishing a principle of equally shared funding for all passenger 
related rail upgrades (tracks, signalling and associated infrastructure) on the Auckland rail 
network in the future;

11 noted that the Crown negotiating team is still developing a recommended position on the 
following matters, and that the Ministers will report on these matters in August 2016 when 
Cabinet approval of the joint business plan is sought:

11.1 how the Crown’s funding commitment can be used to free up further housing 
development opportunities adjacent to the City Rail Link and the wider rail network;

11.2 the timing of the Crown’s funding commitment;

11.3 the issues associated with the existing rail operating model and how this can be 
addressed through the City Rail Link joint business plan;

12 noted that the Ministers may choose to release a conditional statement of funding certainty 
if they deem it necessary to provide confidence to the construction sector to engage and 
compete in Auckland Transport’s procurement process.

Janine Harvey
Committee Secretary

Hard-copy distribution:  (see over)
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Present: Officials present from:
Rt Hon John Key
Hon Bill English (Chair)
Hon Gerry Brownlee
Hon Steven Joyce
Hon Paula Bennett
Hon Amy Adams
Hon Simon Bridges
Hon Dr Nick Smith
Hon Judith Collins (part of item)
Hon Michael Woodhouse
Hon Nikki Kaye 
Hon Peseta Sam Lotu-Iiga
Hon Maggie Barry
Hon Craig Foss
Hon Jo Goodhew
Hon Nicky Wagner
Hon Louise Upston (part of item)
Hon Paul Goldsmith
Hon Te Ururoa Flavell

Office of the Prime Minister
Officials Committee for EGI

Hard-copy distribution:
Cabinet Economic Growth and Infrastructure Committee 
Office of the Prime Minister
Melleny Black, PAG, DPMC 
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Cabinet Economic Growth 
and Infrastructure 
Committee 

Summary

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Auckland City Rail Link Joint Business Plan 

Portfolios Associate Finance (Hon Steven Joyce) / Transport 

Purpose This paper seeks agreement in principle to the emerging Crown negotiating 
position for discussion with the Auckland Council on the Auckland City Rail 
Link (CRL) joint business plan.

Previous 
Consideration 

On 9 December 2015, EGI authorised Ministers to enter into negotiations with 
the Auckland Council with a view to bringing forward the joint business plan 
(originally intended for 2017) and formalising the government’s commitment to
provide funding for the CRL [EGI-15-MIN-0197].

Summary Simon Allen and Geoff Dangerfield, who are leading the negotiations for the 
Crown, have held a number of informal meetings with the Chief Executives of 
Auckland Council and Auckland Transport on the CRL joint business plan.  
These meetings have been positive and have established broad alignment in 
thinking around project risks and how these may be jointly addressed.

The table in paragraph 34 provides a summary of progress against the agreed 
Cabinet mandate for the negotiations.

Agreement in principle is sought to the emerging Crown negotiation position, as
summarised in paragraphs 4-7 of the paper.

Regulatory 
Impact Analysis 

Not required.

Baseline 
Implications 

None from this paper.

Legislative 
Implications 

None from this paper.

Timing Issues Negotiations are expected to be finalised before the end of August 2016.  

The Associate Minister of Finance and the Minister of Transport will report 
back to EGI at that time with a full funding commitment proposal.

Announcement None – any public statements could weaken the Crown’s position.
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At a later stage, Ministers may choose to release a conditional statement of 
funding certainty if it becomes apparent that the construction sector needs this 
to engage and compete in the procurement process.

Proactive 
Release 

None.

Consultation Paper prepared by Transport and Treasury.  DPMC was informed. 

The Associate Minister of Finance and the Minister of Transport indicate that 
the Minister of Finance was consulted, and that discussion is not required with 
the government caucus, or with other parties represented in Parliament.

The Associate Minister of Finance (Hon Steven Joyce) and the Minister of Transport 
recommend that the Committee: 

1 note that on 9 December 2015, the Cabinet Economic Growth and Infrastructure Committee 
(EGI):

1.1 authorised the Minister of Finance and the Minister of Transport to enter into 
negotiations with the Auckland Council with a view to bringing forward the City 
Rail Link business plan and formalising the commitment to provide Crown funding, 
subject to a range of funding, ownership and risk issues being successfully 
negotiated and resolved;

1.2 noted that a further report will be submitted to EGI in the first half of 2016, with a 
proposed funding commitment and proposal for next steps following discussions 
with the Auckland Council;

[EGI-15-MIN-0197]

2 note that negotiations are underway with the Auckland Council and Auckland Transport on 
the City Rail Link joint business plan, and that the paper under EGI-16-SUB-0175 seeks 
Cabinet’s agreement in principle to the emerging Crown negotiation position;

3 note that the Associate Minister of Finance (Hon Steven Joyce) and the Minister of 
Transport (the Ministers) will report back to EGI by the end of August 2016 with a proposed
joint business plan that addresses key risks for the Crown, and enables the Crown to 
formalise its funding commitment for the City Rail Link;

4 note that when the Ministers report back by the end of August 2016, Cabinet will be able to 
consider the final joint business plan in full, and confirm its provisions after the Crown 
negotiating team has agreed this with Auckland Council and Auckland Transport;

5 agree in principle that the current negotiating position be for the Crown to provide 
50 percent of the agreed capital costs of the City Rail Link; 

6 agree in principle that the current negotiating position be that the early works undertaken 
before agreement on a joint business plan will be included in the final joint business plan, 
minus any financing costs incurred by Auckland Council;
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7 note that the estimated funding share for the Crown is $1.68 billion;

8 agree in principle that the current negotiating position be that the wider network 
improvements needed to realise the full benefits of the City Rail Link are not included in the
final joint business plan, unless there is an opportunity to use these as leverage for wider 
policy concessions;

9 agree in principle that the Crown negotiating team should explore with the Auckland 
Council and Auckland Transport a joint governance and risk-sharing model between the 
Crown and Auckland Council to deliver the City Rail Link project, including reviewing 
Auckland Transport’s existing procurement strategy to ensure it delivers value for money 
and optimises whole-of-life costs;

10 agree that the Crown negotiating team should explore with the Auckland Council and 
Auckland Transport establishing a principle of equally shared funding for all passenger 
related rail upgrades (tracks, signalling and associated infrastructure) on the Auckland rail 
network in the future;

11 note that the Crown negotiating team is still developing a recommended position on the 
following matters, and that the Ministers will report on these matters in August 2016 when 
Cabinet approval of the joint business plan is sought:

11.1 how the Crown’s funding commitment can be used to free up further housing 
development opportunities adjacent to the City Rail Link and the wider rail network;

11.2 the timing of the Crown’s funding commitment;

11.3 the issues associated with the existing rail operating model and how this can be 
addressed through the City Rail Link joint business plan;

12 note that the Ministers may choose to release a conditional statement of funding certainty if 
they deem it necessary to provide confidence to the construction sector to engage and 
compete in Auckland Transport’s procurement process.

Janine Harvey
Committee Secretary

Hard-copy distribution:
Cabinet Economic Growth and Infrastructure Committee 
Office of the Prime Minister
Deputy Chief Executive, Policy, DPMC 
  Melleny Black, PAG, DPMC 
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Office of the Associate Minister of Finance 
Office of the Minister of Transport 

Chair 
Cabinet  Economic Growth and Infrastructure Committee 

CROWN IN-PRINCIPLE FUNDING COMMITMENT FOR 
THE AUCKLAND CITY RAIL LINK PROJECT 

Proposal 

1. This paper seeks:

1.1. approval of in-principle
funding commitment to the Auckland City Rail Link (CRL) project in the form of 
a Heads of Agreement; and 

1.2. delegation for the Minister of Finance, Associate Minister of Finance and 
Minister of Transport to approve the documentation that brings the funding 
commitment and associated terms and conditions into effect, provided there 
are no material differences to what Cabinet approves. 

Executive summary 

2. In December 2015, Cabinet approved a proposal for the Minister of Finance and the
Minister of Transport to enter negotiations with Auckland Council with a view to
bringing forward the joint business plan
commitment to provide funding for the CRL [EGI-15-MIN-0197 refers]. On 6 July
2016, we provided an interim report on progress and sought agreement in-principle to
an emerging Crown negotiating position [EGI-16-MIN-0175 refers].

3. We have interpreted a joint business plan to mean agreement on certain principles
governing the delivery of the CRL and a process for setting up the agreed governance
structure for the project. As such, we recommend that the Crown and Auckland
Council agree to a Heads of Agreement that provides these commitments from both
parties in a binding contract.

4. A Sponsors  Agreement will be agreed subsequently between both the Crown and
Auckland Council that sets out detailed conditions for how both Sponsors will work
together in relation to the CRL and other wider policy objectives.

5. Crown officials and Auckland Council officers have reached alignment on the terms of
the Heads of Agreement as outlined in this paper for Ministers and Councillors to
approve.

Size, scope and timing of Crown funding 

6. The Heads of Agreement sets out an in-principle commitment of Crown funding to 50
percent
Agreement, subject to a number of conditions documented in the Heads of
Agreement.
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7. We propose that the Crown  funding share should commence from the time the 
include all construction and services 

undertaken in relation to the CRL (amounting to between $1.55 and $1.69 billion), 
minus any financing costs incurred by Auckland Council up until 30 June 2016. 

Governance and risk sharing 

8. The principles in the Heads of Agreement reflect what we consider to be best practice 
project governance. The intention of both Sponsors is to set up an independent 
delivery vehicle for the CRL (CRL Limited), ensuring that it is provided sufficient 
powers and autonomy to deliver the project against a set of parameters to be agreed 
by the Sponsors. 

9. We consider that by appointing relevant and independent expertise to oversee 
delivery of the CRL and requiring sponsor approval of major decisions, the proposed 
governance structure provides the Crown with the best approach to managing key 
project risks and ensuring value-for-money for its investment. 

10. We estimate the cost of setting up and servicing CRL Limited will be around $2-5 
million per annum, though this is subject to change once costs are more fully 

 

Wider policy objectives 

11. The Heads of Agreement sets out a commitment from both the Crown and Auckland 
Council to working through several wider policy objectives, including: 

11.1. Optimising the wider benefits of the CRL, including value capture in relation to 
commercial developments and housing development opportunities enabled by 
the project across the Auckland rail network 

11.2. A review of the existing rail planning, funding and operating model, with a view 
to sharing of costs between the Crown and Auckland Council for rail track and 
associated infrastructure 

11.3. Agreeing the ownership arrangements for the CRL 

11.4. Considering how planning for any future projects for investment in the Auckland 
rail network may optimise benefits for Auckland including value uplift from 
commercial developments and housing development potential. 

Next steps 

12. After Crown and Auckland Council have signed the Heads of Agreement, both parties 
will need to work together to maintain progress on the project, formalise the funding 
commitment, bring the agreed project governance and delivery arrangements into 
effect and commence the set-up of CRL Limited. It is likely to take up to 12 months to 
complete these processes before CRL Limited is established and in a position to 
assume responsibility for the project. 
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Cabinet mandate for negotiations with Auckland Council 

13. In December 2015, Cabinet authorised the Minister of Finance and the Minister of 
Transport to enter negotiations with Auckland Council with a view to bringing forward 

funding for the CRL [EGI-15-MIN-0197 refers]. The Prime Minister announced this 
decision in January 2016. 

14. Cabinet also agreed in December that the negotiations should address the following 
parameters: 

14.1. any conditions to reflect the timing for when Government funding will become 
available, based on progress against the expected project timeframe 

14.2.  
per cent of the capital costs 

of the project and will not include any financing costs which Auckland Council 
may incur from commencing the main works in 2018 

14.3. treatment of early construction costs incurred prior to a funding agreement (or 
joint business plan) 

14.4. treatment of any costs needed to provide for additional wider network 
improvements to fully deliver the benefits of the CRL 

14.5. how the CRL -of-life costs can be minimised 

14.6. governance and project management arrangements for the CRL to ensure it is 
delivered to time, scope and cost parameters 

14.7. the ownership arrangements for the CRL asset once completed

14.8. opportunities to part-fund the CRL through third-party funding 

14.9. any other risks or issues identified during the negotiations. 

15. On 6 July 2016, we provided an interim report on progress and sought agreement in-
principle to an emerging Crown negotiating position [EGI-16-MIN-0175 refers]. 
Cabinet noted that the Associate Minister of Finance and the Minister of Transport 
would report back by the end of August 2016 with a proposed joint business plan that 
addresses key risks for the Crown and enables it to formalise its funding commitment 
for the CRL.  

Development of a Heads of Agreement 

16. Given the substantial work that has already gone in to scope, plan and set up the 
CRL, we have interpreted a joint business plan to mean agreement on certain 
principles governing the delivery of the CRL and a process for setting up the agreed 
governance structure for the project. As such, we recommend that the Crown and 
Auckland Council agree to a Heads of Agreement that provides these commitments 
from both parties. 
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17. A Heads of Agreement would be a binding contract that contains an in-principle 
commitment on the part of the Crown to fund  the CRL on an equal basis with 
Auckland Council. However, this in-principle funding commitment is subject to a 

(as documented in the Heads of Agreement) and a number of policy principles 
-

principle funding  commitment is also subject to agreement with Auckland Council on 
(among other things) a Sponsors  Agreement which will set out detailed conditions for 

provisions to be contained in the Sponsors Agreement are set out in paragraph 46 
below. 

18. Crown officials and Auckland Council officers have reached alignment on the terms of 
the Heads of Agreement as outlined in this paper for Ministers and Councillors to 
approve. 

19. The rest of this paper discusses the elements that will be reflected in the Heads of 
Agreement and supporting documents to be drafted and agreed subsequently. It has 
been structured against the three broad areas of negotiation with Auckland Council 
that broadly aligns  

19.1. ing share 

19.2. project governance and delivery 

19.3. wider policy objectives. 

Size, scope and timing  share 

20. 
the CRL and the proportion of costs that it is willing to fund. 

21. Since our last report back to Cabinet, we have confirmed the emerging Crown position 
with Auckland Council that the Crown will provide 50 per cent of project costs for the 
CRL (with target cost and funding framework for overruns to be agreed in the 

. 

22. We have also confirmed that t
construction works committed before agreement on a joint business plan. These are 
the works Auckland Transport is currently undertaking to move a stormwater pipe in 
Albert Street and to build cut and cover tunnels under the same street between 
Britomart and Wyndham Street where the main bored tunnel will start. Given these 
works are essential to deliver th
funding should cover these works. 
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23. However, to reflect the principle that the Crown should not bear unreasonable risks on 
contracts entered into prior to its involvement in the CRL, the Heads of Agreement 

on the basis of 50 percent 
of the initial committed contract price for the early works contracts, plus such 
additional amounts contractually payable to the early works contractors that the 
Crown considers to be reasonable. The Crown will not contribute to any financing 
costs incurred by Auckland Council up to 30 June 2016 or to any amounts payable 
due to fault on the part of Auckland Council or Auckland Transport. The amount 
budgeted by Auckland Council for these early works (including contingency) is 
between $350 and $370 million. The approach to financing costs after 30 June 2016 
is discussed in paragraph 32.

24. The main construction works of the 
project, which comprise the main bored tunnel, linewide and track systems, new 
stations at Aotea and Karangahape, upgrades at Britomart, Otahuhu, Henderson, 
Newmarket and the Strand (around $3 billion).

25. As previously noted by Cabinet, funding share for the CRL is around
$1.69 billion (a 50 percent share of around $3.37 billion). This figure is significantly 
higher than the publicly quoted estimate of around $2.5 billion as it accounts for P90 
contingency1, inflation and additional costs identified upon completion of a more 
detailed design by Auckland Transport and estimates by its quantity surveyors. A P50 
figure for the total project costs, as is commonly used for projects of this nature, is 
approximately $3.1 billion.

                                           
1 i.e. the estimate assumes a 90 per cent probability that this cost will not be exceeded

Out of Scope
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Timing

30. Cabinet previously noted that the Crown negotiating team would develop a 
recommended position on the timing of the s funding commitment.

31. Although the Crown is committing to fund 50 percent of the project, the Heads of 

respect of retrospective work comes
into effect, (which is likely to be at the end of this year or early 2017), rather than the 
previously indicated funding start-
commitment to part-fund works on the CRL that have already commenced, as well as 

32.
and comes in to effect, Auckland Council will incur additional financing costs in the 
interim to ensure the project can continue. We consider it important to share half of 
these costs in recognition of the nature of the partnership with Auckland Council to 
deliver the project. The Heads of Agreement sets out that the Crown will provide its 
half share of the financing costs incurred by Auckland Council from 30 June 2016 as 

nt is expected to 
come into effect.

Impact on the Crown Accounts

33. Assuming that the Crown will pay half the total cost of the CRL, we expect that the 
costs will fall as follows:

Table 1 Breakdown of likely CRL costs

P50 P90

2016/17 $198 million $215 million

2017/18 $80 million $86 million

2018/19 $288 million $313 million

2019/20 $365 million $396 million

2020/21 $342 million $371 million

2021 2024 $287 million $312 million

Total $1,559 million $1,693 million

Out of Scope
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34.

However, any net debt impacts of commencing payment of the 
re before 2020 are not likely to be significant over the medium-

term. Net debt remains forecast to reach 20 percent of GDP by 2020/21.

35.

 

Project governance and delivery

36. At our last discussion on the CRL, we recommended a more explicit joint governance 
role for the Government as this would provide us with a direct and proactive role in 
managing risks and making decisions on how the project will be delivered, including 
scope changes and potential cost overruns.

37. Cabinet agreed in-principle that the Crown negotiating team should explore with 
Auckland Council and Auckland Transport a joint governance and risk-sharing model 
between the Crown and Auckland Council accordingly.

38. It is proposed that this is achieved by setting up an independent Special Purpose 
Vehicle (SPV) that delivers the project and reports to both the Crown and Auckland 
Council as joint Sponsors.

39. It is likely to take up to 12 months to , Project Delivery 
Agreement and set up an SPV to deliver the project. Hence we are proposing to 
include agreed principles and process in the Heads of Agreement to reflect the Crown 

intentions over this period and once the SPV is in place.

Governance and risk-sharing principles

40. The principles in the Heads of Agreement reflect what we consider to be best practice 
project governance. The intention of both Sponsors is to set up an independent 
delivery vehicle for the CRL, ensuring that CRL Limited is provided sufficient powers 
and autonomy to deliver the project against a set of parameters to be agreed by the 
Sponsors.

41 The Heads of Agreement includes the following principles that will underpin the 
governance arrangements for the CRL:

41.1. An SPV will be established to deliver the CRL (referred to as CRL Limited for 
the purpose of the Heads of Agreement).

41.2. CRL Limited will report to a Sponsors progress and seek 
decisions on key specified matters. We are working with officials to decide who 
should represent the Crown on the Sponsors d we may come back to 
Cabinet to confirm representatives.

s 9(2)(b)(ii)

s 9(2)(b)(ii)
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41.3. The Sponsors will approve major decisions by agreement, including those 
relating to scope and funding, with appropriate deadlock and dispute resolution 
provisions in the event that agreement cannot be reached. 

41.4. CRL Limited will be listed in Schedule 4A of the Public Finance Act 1989 and 
have a board of independent directors jointly appointed by the Sponsors based 
on an agreed set of competencies. 

41.5. The Crown will hold a 51 per cent shareholding in CRL Limited for the purpose 
of establishing the company as a majority Crown controlled entity. While the 
Crown would hold 51 per cent shareholding, the contractual and constitutional 
arrangements can set out how both Sponsors will fund and make decisions on 
a 50-50 basis. 

41.6. CRL Limited will be responsible for delivery of the project. Auckland Transport 
will be engaged by CRL Limited for ongoing provision of technical and 
operational services and integrated project delivery. This reflects the significant 
amount of work undertaken to date by Auckland Transport and the need to 
leverage the knowledge and expertise within the organisation to support the 
delivery of the CRL. However, Auckland Transport will be contractually 
accountable to CRL Limited for the provision of the services.  CRL Limited will 
be responsible to its shareholder Sponsors, including the Crown, under this 
new arrangement. 

41.7. KiwiRail will be engaged by CRL Limited for ongoing provisions of technical 
and operational services in relation to the interface of the project with the wider 
rail network and rail services. 

41.8. The Sponsors will harmonise and synchronise media statements in relation to 
the project, and branding should reflect the role of the Crown and Auckland 
Council as project Sponsors. 

42. Officials explored a number of options for the structure of CRL Limited, including a 
Schedule 4A company under the Public Finance Act, a joint venture contractual 
arrangement, and a Council Controlled Organisation. Crown officials and Auckland 
Council officers favour a Schedule 4A company as this would avoid triggering special 
consultation requirements to establish a Council Controlled Organisation. The CRL 
project has been consulted on through Auckland Council and Auckland Transport 
processes. This approach would also be similar to that adopted in setting up the 
Tamaki Redevelopment Company and therefore provides a useful and familiar 
approach comfortable for both Sponsors.  

43. The proposed governance structure is set out in Figure 1 below. RELE
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Figure 1 Proposed governance for the CRL

44. We consider that by appointing relevant and independent expertise to oversee 
delivery of the CRL and requiring Sponsor approval of major decisions, the proposed 
g approach to managing key project 
risks and ensuring value-for-money for its investment.

Pathway for setting up joint governance and CRL Limited

45. The Heads of Agreement also sets out the pathway for both Sponsors to set up CRL 
Limited and its overarching governance controls and identifies a number of key 
documents needed to achieve this.

46.
joint and equal basis, to fund and partner on the delivery of the project, and how the 
Sponsors will work together on wider policy objectives. This will supersede the Heads 
of Agreement and will need to be agreed between both Sponsors. The Sponsors
Agreement will set out, inter alia:

46.1. Sponsor roles and obligations

46.2. the exercise of Sponsor rights and powers (including Sponsor directed 
variations)

46.3. the process and key principles of the Project Delivery Agreement

46.4. governance of the project

46.5. relationships with Auckland Transport, KiwiRail and key stakeholders

46.6. accounting for project assets and contributions

46.7. receipt of reports and rights of audit
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46.8. review points and key approval and decision-making rights (including deadlock 
and dispute resolution mechanisms) 

46.9. definition of Sponsor default and the consequence of the same 

46.10. step in rights of the Sponsors to CRL Limited. 

47. A Project Delivery Agreement will need to be agreed between the Sponsors and CRL 
Limited, to set out the parameters and requirements for CRL Limited to deliver the 
project and the relationship with the Sponsors. The Project Delivery Agreement will 
need to include: 

47.1. what the Sponsors require from CRL Limited in project delivery 

47.2. 
schedule. 

47.3. the arrangements to be entered into with key stakeholders and with KiwiRail 
and Auckland Transport. 

Governance arrangements while CRL Limited is being established 

48. At present, the CRL project team reports through a hierarchy within Auckland 
Transport consisting of, in increasing order of importance, the Project Director, 

 

49. A Project Control Group operates under a delegated authority from the Auckland 
Transport Board to ensure the project is delivered to time, budget and quality 
parameters. 

50. The Heads of Agreement sets out that Auckland Transport will continue to carry out 
project delivery and associated services until CRL Limited is established, but will carry 
out such services in close consultation with, and taking into account the views of, the 
Sponsors. Auckland Transport will be required to escalate significant issues for 
resolution to the Sponsors and senior management of Auckland Transport. Auckland 
Transport  going to market or 
entering into any other material contract or binding arrangement in relation to the 
project. 

51. The Heads of Agreement sets out that the Sponsors will determine the role, 
responsibilities and composition of the Project Control Group. Soon after the Heads of 
Agreement is finalised, we will work with Auckland Council to decide who we wish to 
appoint to the Project Control Group, and the role it will have while CRL Limited is 
being established. 

52. We consider that these arrangements will provide the Crown with sufficient control on 
key decisions as CRL Limited is being set up while enabling the project to continue 
without unreasonable delays. 
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Ownership

65. the ownership 
arrangements for the CRL asset once completed. While not a wider policy objective, 
this is intrinsically linked to the optimal rail operating model for the Auckland rail 
network  The final ownership arrangements for the CRL should reflect the way rail 
services are operated in Auckland. 

66. The Heads of Agreement sets out a pathway for exploring first the issue of the 
network (as discussed above), which will inform 

the eventual ownership of the completed CRL asset.

67. While the CRL is being built, the ownership of the assets will be vested in CRL 
Limited.

Out of Scope
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68. The onus will be on the Sponsors to agree appropriate arrangements before 
completion of the project, as without an agreement on this matter, CRL Limited will 
carry on owning the assets in perpetuity. This is unlikely to represent a desirable 
outcome as CRL Limited would need to negotiate complex contracts and 
interoperability arrangements with KiwiRail, Auckland Transport and the service 
provider (currently Transdev) to operate the respective assets.  

69. We intend to set out further clarity on the ownership arrangements in the Sponsors
Agreement, which will be when the Government commits its funding. 

Links to housing 

70. Cabinet previously noted that the Crown negotiating team would develop a 
recommended position on could be used to free 
up further housing development opportunities adjacent to the CRL and the wider rail 
network. 

71. As you are aware, Auckland Council recently passed the Auckland Unitary Plan, 
adopting most of the Independent Hearings Panel (the Panel) recommendations. One 
of these recommendations wa  centres, transport nodes 
and corridors . The Unitary Plan as notified by 
Auckland Council already provided for intensification along rail corridors to the West 
and South. The Unitary Plan as passed provided for further residential capacity in 
some areas closer to the city centre such as Mount Albert, and to a lesser extent 
Kingsland and Parnell. Areas such as Meadowbank and Remuera have not received 
further residential capacity as they contain a number of special character areas.   

72. Ministry of Business, Innovation and Employment officials have advised us that the 
Panel recommendations largely provide for further housing development opportunities 
adjacent to the CRL and wider rail network. 

73. Following discussion with Auckland Council we consider that the Sponsors
Agreement could provide for a shared objective between the Crown and Auckland 
Council for housing along the rail corridor.  

74. As discussed above in paragraph 29, the Heads of Agreement also signals that future 
investment in the rail network will need to be targeted not only on public transport 
outcomes but also on value uplift and housing outcomes. 

Opportunities for third party funding 

75. tions should cover opportunities to 
part-fund the CRL through third-party funding. 

76. Officials investigated the opportunities for funding to be captured from third-party 
sources primarily through existing rates on CBD businesses and residents and value 
creation around the new stations.  
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77. There appear to be more promising opportunities for value creation around the new 
stations, particularly by seeking to create more transit-oriented development. The 
Heads of Agreement includes a commitment from both the Crown and Auckland 
Council to optimise the wider benefits of the project, including value capture in relation 
to commercial developments (and housing opportunities) across the wider Auckland 
rail network. 

78. We anticipate that CRL Limited will be tasked with considering value creation and 
capture across the whole rail network. CRL Limited will not be tasked with delivering 
on this however so as not to create conflict with its primary objective of delivering the 
CRL. A separate entity may be needed in the future to deliver on the Sponsors
capture objective. 

79. On the possibility of exploring third-party funding, officials have advised us that the 
opportunities for this are limited given the time needed to engage with potential third-
party funders and the advanced stage at which the CRL is currently. As a comparison, 
on the Crossrail project in London, local authorities were able to leverage funding from 
the local business community by securing buy-in and involvement early on in the 
planning for the project. We will encourage officials to engage with Auckland Council 
on opportunities to leverage third-party funding for future investments in Auckland. 

Next steps 

80. Auckland Council is convening an extraordinary meeting of its governing body to take 
decisions on the CRL Heads of Agreement on Wednesday 14 September 2016.  

81. We expect that the Heads of Agreement can be signed following the Auckland Council 
governing body meeting. 

82. After Cabinet and Auckland Council have signed the Heads of Agreement, both 
parties will need to work together to maintain progress on the project, formalise the 
funding commitment, bring the agreed project governance and delivery arrangements 
into effect and commence the set-up of CRL Limited. This includes workstreams to: 

82.1. draft and agree a Sponsors  

82.2.  

82.3. draft and agree a Project Delivery Agreement 

82.4. review the outcomes of the Gateway review and provide recommendations to 
the Sponsors  

82.5. establish the SPV as a schedule 4A company under the Public Finance Act and 
appoint members to some prospective board 
members may be contracted earlier to support the Sponsors to make decisions 
related to procurement and project delivery) 

82.6. review existing strategy for value creation around the stations 
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 the wider network improvements needed to realise the full benefits of the 

opportunity to use these as leverage for wider policy concessions 

Agreeing a Heads of Agreement 

3. agree that the Crown provide an in-principle funding commitment for 50 per 
cent of the project costs of the City Rail Link through a Heads of Agreement 
with Auckland Council that sets out a number of conditions that commitment is 

agreement to an agreed process and a 
number of policy principles intended to guide the actions of the two Sponsors 
going forward 

4. note that the Heads of Agreement will be drafted to reflect the Crown position 
agreed through this paper 

5. note that Crown officials and Auckland Council officers have reached 
alignment on the concept and terms of a Heads of Agreement as outlined in 
this paper for Ministers and Councillors to approve 

6. note 
the Heads of Agreement to give effect to the terms specified in the latter and 
formalise the respective funding shares of both parties 

Scope and size  

7. agree that the Crown will provide 50 percent of project costs for the City Rail 
Link project, with a funding framework 
Agreement 

8. agree that for the early construction works committed prior to the finalisation of 
ercent of the initial 

committed contract price for the early works contracts plus such additional 
amounts contractually payable to the early works contractors that the Crown 
considers to be reasonable, as these contracts were agreed without Crown 
involvement 

9. agree 
associated with the main bored tunnel, stations at Aotea and Karangahape and 
upgrades at Britomart, Otahuhu, Henderson, Newmarket and the Strand 

10. agree that ing share will not include the cost of wider network 
improvements needed to realise the full benefits of the City Rail Link, such as 
resilience upgrades and a third main line between Wiri and Westfield, and costs 
that will be required as a result of the City Rail Link, such as new rolling stock 
and level crossings  
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11. note that the estimated funding share for the Crown for the City Rail Link 
project is up to $1.69 billion, accounting for P90 contingency that assumes a 90 
per cent probability that this cost will not be exceeded, inflation and additional 
costs identified upon completion of a more detailed design by Auckland 
Transport 

 

12. agree that the Crown will provide its funding for the City Rail Link from the date 
comes into effect 

13. note that Auckland Council will incur additional financing costs in the interim to 
ensure the project can continue 

14. agree that the Crown will pay for 50 per cent of the financing costs incurred by 
Auckland Council between 1 July 2016 and the date the  
comes into effect
signed 

Project governance and delivery 

15. agree that the risks for the Crown in funding the City Rail Link are best 
managed through establishing joint governance arrangements between the 
Crown and Auckland Council as co-sponsors 

16. agree that the for delivering the City Rail Link 
are: 

 Establish a new company to deliver the City Rail Link (referred to as City 
Rail Link Limited for the purpose of the Heads of Agreement); 

 City Rail Link Limited will report to a Sponsors project progress 
and to seek decisions on key specified matters; 

 Sponsors will approve major decisions by agreement, including those 
relating to scope and funding; 

 City Rail Link Limited will be listed in Schedule 4A of the Public Finance Act 
1989 and have a board of independent directors jointly appointed by the 
Sponsors based on a set of agreed competencies; 

 The Crown will hold a 51 per cent shareholding in City Rail Link Limited for 
the purpose of establishing the company as a majority Crown controlled 
entity but contractual arrangements will set out equal decision-making rights 
for both Sponsors; 

 Auckland Transport will be engaged by City Rail Link Limited for ongoing 
provision of technical and operational services and integrated project 
delivery; 
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 KiwiRail will be engaged by City Rail Link Limited for ongoing provisions of 
technical and operational services in relation to the interface of the project 
with the wider rail network and rail services; and 

 The Sponsors will harmonise and synchronise media statements in relation 
to the project, and branding should reflect the role of the Crown and 
Auckland Council as project Sponsors. 

17. agree that the Crown and Auckland Council will need to agree a Sponsors  
Agreement that sets out 
to fund and partner on the delivery of the project, and how the Sponsors will 
work together on wider objectives 

18. agree that the Crown and Auckland Council will need to agree a Project 
Delivery Agreement that sets out what the Sponsors require from City Rail Link 

an agreed forecast funding schedule 

19. note that there may be other legal documentation required to bring the joint 
governance and risk-sharing arrangements into effect

20. agree that while the Sponsors until City 
Rail Link Limited is established, Auckland Transport will continue to carry out 
project delivery and associated services, but will carry out such services in 
close consultation with, and taking into account the views of, the Sponsors and 
will escalate significant issues for resolution to the Sponsors and senior 
management of Auckland Transport 

21. agree 
decisions on procurement or entering into any other material contract or binding 
arrangement in relation to the project 

22. agree that the Crown and Auckland Council will determine the role, 
responsibilities and composition of the existing Project Control Group, which 
operates under a delegated authority from the Auckland Transport Board, while 
City Rail Link Limited is being established 

Review of project procurement strategy 

23. note that a Gateway review of the existing procurement strategy has been 
initiated to ensure the procurement strategy delivers value-for-money and 
optimises whole-of-life costs  

24. agree that the results of the Gateway review will be used to inform the final 
procurement strategy prior to seeking expressions of interest in the first 
construction contract for the main works 
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Wider policy objectives

25. agree that the Crown and Auckland Council explore the opportunity enabled by 
the City Rail Link for value creation around the new stations, particularly by 
seeking to create more transit-oriented development

26. agree that the Crown and Auckland Council commit to optimising the wider 
benefits of the City Rail Link in relation to the housing development 
opportunities enabled by the City Rail Link across the Auckland rail network

28. agree that the Crown and Auckland Council will need to agree arrangements 
for determining the ultimate ownership and operation of the City Rail Link in the 

the broader rail 
network operating model given the close links across these issues

29. agree that the Crown and Auckland Council commit to considering how any 
future projects for investment in the Auckland rail network may maximise 
benefits for Auckland of Crown investment including value uplift from 
commercial developments and housing development potential

Further work following Cabinet decisions

30. note 
needed to:

finalise the Heads of Agreement

draft and agree a Sponsors ;

establish a 

draft and agree a Project Delivery Agreement;

review the outcomes of the Gateway review and provide recommendations 
to the Sponsors ;

establish a process for regular due diligence reviews, the first of which will 
need to be completed in time for new City Rail Link Limited board members;

appoint members to the City Rail Link Limited Board, including some 
members being contracted earlier to support the Sponsors to make 
decisions related to procurement and project delivery;

review the existing strategy for value creation around the stations; and

review the existing operating model and provide recommendations, 
including implications for ownership and future funding arrangements.

Out of Scope
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Delegated authority for Ministers 

31. authorise the Minister of Finance or Associate Minister of Finance, and the 
Minister of Transport to finalise and sign the Heads of Agreement on behalf of 
the Crown 

32. authorise the Minister of Finance or Associate Minister of Finance, and the 
Minister of Transport to oversee negotiation of the details of the Sponsors
Agreement, Project Delivery Agreement and any other legal documentation 

into effect 

33. authorise the Minister of Finance or Associate Minister of Finance, and the 
Minister of Transport to make decisions on behalf of the Crown as a Sponsor in 
relation to the City Rail Link to enable the project to continue, and to sub-
delegate authority to make such decisions where appropriate  

34. note that the Minister of Finance or Associate Minister of Finance, and the 
Minister of Transport will report back to Cabinet before finalising the Sponsors
agreement for signing or earlier, if there are significant risks or changes to the 
agreed Crown position 

35. note that, the Minister of Finance or Associate Minister of Finance, and the 
Minister of Transport will advise Cabinet on the desired approach for finalising 
the Project Delivery Agreement and remaining legal documentation 

Publicity 

36. note that the Minister of Finance, Associate Minister of Finance and the 
Minister of Transport will work with the Mayor of Auckland on any possible 
announcement at the time of the signing of the Heads of Agreement. 

 
 
 
 
 
 
 
 
 
Hon Steven Joyce Hon Simon Bridges 
Associate Minister of Finance Minister of Transport 

Dated: _______________________  Dated: ______________________  
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Office of the Minister of Finance 
 

Office of the Minister of Transport 
Chair 
Cabinet  Economic Growth and Infrastructure Committee  

ESTABLISHMENT OF CITY RAIL LINK LIMITED 

Proposal 

1. We propose to establish a company, named City Rail Link Limited (CRLL), and to add 
it to Schedule 4A of the Public Finance Act 1989, to manage the delivery of the 
Auckland City Rail Link project. If this is agreed, we will submit a paper to Cabinet 
Legislation Committee to approve the necessary Order in Council to add the company 
to Schedule 4A. 

2. A separate paper will be submitted to Cabinet seeking budgetary appropriation and 
approval of the key terms in the key governance and contractual documents, 
consisting of a Sponsors Agreement and Project Delivery Agreement. 

Executive summary 

3. This paper seeks Cabinet’s agreement to establish CRLL as a company that will be 
responsible for delivery of the Auckland City Rail Link project (the project). It details 
(among other things) the structure and objectives of the company, and the 
accountability measures that will be put in place. 

4. The project consists of two underground rail lines, running parallel to each other for 
3.4 kilometres. The project will connect Britomart exchange to the existing Western 
Line in the vicinity of the current Mt Eden station. This will substantially increase 
passenger train capacity within Central Auckland. 

5. The project is a significant infrastructure investment to improve transport outcomes in 
Auckland. The Crown and Auckland Council have agreed to act as joint Sponsors for 
CRLL, whose brief will be to manage and deliver the project, and to hand it over to the 
designated operators. The Sponsors will be sole funders for CRLL and its project 
activities. 

6. The Sponsors have agreed to the establishment of a special purpose corporate 
vehicle to assume responsibility for the project from Auckland Transport (early works 
are already in progress under the direction of Auckland Transport). We plan to add the 
special purpose corporate vehicle to Schedule 4A of the Public Finance Act 1989 in 
order to allow Auckland Council to co-invest in the company. 

7. The Public Finance Act 1989 requires that the Crown hold more than 50 percent of 
the issued share capital in a Schedule 4A company. The Crown will hold 50 percent 
plus two of the shares in CRLL, with Auckland Council holding the remainder. The 
Minister of Finance and the Minister of Transport will hold the shares in CRLL on 
behalf of the Crown in equal shares. 
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8. As early preparatory works on the City Rail Link have already commenced, the aim is 
to have CRLL established in April 2017, with Crown funding scheduled to commence 
no later than July 2017. 

Background 

The Auckland City Rail Link project  

9. In September 2016, in accordance with Cabinet decisions [CAB-16-MIN-0462 refers], 
the Associate Minister of Finance and the Minister of Transport announced the 
Crown’s commitment to fund 50 percent of the project. At the time, the estimated cost 
range for the project was between $2.8 billion and $3.4 billion. 

10. Once completed, the project will be able to support the movement of 18,000 
passengers per hour in each direction, with up to 24 trains per hour per direction 
timetabled. 

11. The project includes two new stations (at Aotea Square and Karangahape Road), and 
will upgrade the existing Mount Eden station. The project also includes modifications 
to the Western Line at the connection points, modifications to Britomart Station, and 
other modifications to the existing rail network. 

12. Early construction works have already commenced, managed by a dedicated City Rail 
Link project team within Auckland Transport, and overseen by the Board of Auckland 
Transport. The Crown’s decision to co-fund the project results in a new funding and 
ownership model, and it is therefore desirable to establish an independent special 
purpose company, City Rail Link Limited (CRLL), as soon as possible to reflect the 
Crown’s ownership interests.   

13. In the interim, responsibility for delivery of the project will formally remain with 
Auckland Transport until CRLL is sufficiently established to assume responsibility. 
Tenders have not yet been sought for the major components of the project. 

CRLL 

Company functions and objectives 

14. The main function of CRLL will be to deliver the project on time, and at the lowest 
whole-of-life cost, consistent with project scope and objectives. The Project Delivery 
Agreement will reflect this. 

15. The Sponsors will provide all funding for CRLL operations. CRLL will not be expected 
to turn a profit, and it is not expected that the company will provide returns to its 
shareholders. 

16. The duties of CRLL will consist of (among other things): 

16.1. ensuring that the project is delivered in line with the requirements in the Project 
Delivery Agreement  
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16.2. reporting regularly to Sponsors on progress towards delivering the project 

16.3. escalating matters to Sponsors when appropriate (as defined in the Project 
Delivery Agreement). 

17. CRLL will not be responsible for delivering associated commercial and residential 
developments on land owned by the project. However, it will need to deliver the 
project in a way that enables those developments to occur at a later stage. 

18. The company constitution will provide a mechanism for defining the objectives of 
CRLL, and what limitations might be placed on the company’s ability to operate, given 
that CRLL is not a truly ‘commercial’ entity and only has one main function, as 
outlined in paragraph 15. 

Company form 

19. Officials considered a number of options for the structure of CRLL, including directly 
funding Auckland Transport, a joint venture contractual arrangement, and a Council 
Controlled Organisation. We consider that a Schedule 4A company best meets our 
objectives. A Schedule 4A company requires that the Crown hold more than 50 
percent of the shares in the company. Additionally, Auckland Council holding slightly 
less than 50 percent of the shares means that Council Controlled Organisation 
obligations do not apply. 

20. The proposed approach is also similar to that adopted for the establishment of Tamaki 
Redevelopment Company and this provides a useful and familiar approach for both 
shareholders. Additionally, a Schedule 4A company provides a convenient vehicle for 
Auckland Council to co-invest. 

21. CRLL’s operational parameters and requirements will be governed by a Project 
Delivery Agreement, which is being co-developed with Auckland Council. Governance 
arrangements will be guided by a Sponsors Agreement, which will determine how the 
Sponsors will exercise oversight. 

Company structure and governance 

22. The company will be structured as a limited liability company, named City Rail Link 
Limited (CRLL) with a written constitution that reflects its special purpose. A Board, 
with a Chair and four directors, will govern CRLL. The CRLL Board will have sole 
authority to manage and supervise the construction and handover of the project. The 
role of shareholders will be mainly limited to the appointment or removal of Board 
members (alongside Auckland Council) and approval of major and significant 
transactions in their role as Sponsors (these approval points will be defined in the 
Project Delivery Agreement).  

23. Shareholders (the Crown and Auckland Council) will also have some statutory 
responsibilities relating to provisions in the Crown Entities Act 2004. For example, 
shareholding Ministers will need to comment on drafts of company accountability 
documents (for example, Schedule 4A companies are required to complete a 
Statement of Intent and an annual Statement of Performance Expectations). 
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24. We propose that the Minister of Finance and the Minister of Transport hold the shares 
in CRLL on behalf of the Crown and represent the Crown Sponsor.  

25. We anticipate that the majority of personnel and contractors currently working on the 
project full time, along with all relevant assets, such as land and consents, will be 
transferred from Auckland Transport to CRLL. Discussions on the best way to achieve 
this are still ongoing. 

26. On 14 December 2016, Cabinet confirmed Sir Brian Roche1 as Chair designate of 
CRLL  [APH-16-MIN-0297 refers]. The appointment has been confirmed by Auckland 
Council’s Governing Body as the co-sponsor. Sir Brian is currently the Group Chief 
Executive of New Zealand Post Limited, a position he will hold until April 2017. Sir 
Brian has extensive experience in both the public and private sectors, including 
involvement with the Transmission Gully project. 

27. No other directors have been appointed at this time. Treasury and the Ministry of 
Transport, together with Auckland Council, are working through the director 
appointment process. Sir Brian is also involved in this process. 

Role of Sponsors and Sponsors Forum 

28. The two Sponsors (the Crown and Auckland Council) will principally interact with 
CRLL through a Sponsors Forum. This Forum will be established as part of the 
Sponsors Agreement. 

29. The role of the Sponsors is to provide funding, scope and strategic oversight and 
approval of significant strategic decisions in relation to the project, on a basis that 
promotes consensus decision making, as referred to in the Project Delivery 
Agreement and Sponsors Agreement.  

30. The Sponsors Agreement will regulate the decision making processes that are to 
apply between the Crown (through the shareholding Ministers) and Auckland Council. 
Sponsors will not be involved in operational decision-making. 

31. The Sponsors Forum will provide the mechanism for the CRLL Board to escalate 
matters. In line with the commitment to consensus decision making, Sponsors will be 
equally represented on the Forum, despite the Crown owning slightly more than 50 
percent of the shares in CRLL. 

32. Additionally, the Project Delivery Agreement will provide for an escalating set of 
actions Sponsors can take to remedy issues that threaten CRLL’s ability to deliver the 
project in line with the objective (in particular, substantial cost overruns). These 
actions range from requiring a remedial action plan through to replacement of the 
Board. 

                                                           

1
 Brian Roche was announced as a Knight Companion of the New Zealand Order of Merit in the New Year Honours List 

2017. 
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33. At this stage, it is envisaged that the Project Delivery Agreement will provide 
Sponsors (in the Crown’s case, the shareholding Ministers) with the following approval 
points: 

33.1. reviewing or approving the company’s delivery strategy, which includes the 
interface management strategy (ensuring the interoperability between the 
various contracts and the existing network), insurance strategy and 
procurement strategy 

33.2. approving tender documentation and delivery contracts (this is still being 
considered) 

33.3. approving any changes to project scope or delivery requirements  

Project funding 

34. As part of public announcements in September 2016, the Associate Minister of 
Finance and the Minister of Transport set an expected cost range of between $2.8 
billion and $3.4 billion. The most recent estimates have been at the higher end of that 
range, but an agreed target outturn cost has yet to be agreed with CRLL. 

35. A separate paper will be submitted to Cabinet seeking budgetary appropriation. 
Comprehensive information on cost will be provided in that paper. 

Company governance and accountability obligations 

36. As a Schedule 4A company, CRLL will be subject to a number of the reporting 
obligations contained in the Crown Entities Act 2004. This includes publication of a 
Statement of Intent, Statement of Performance Expectations and a company 
constitution to be presented to the House of Representatives. 

37. It is envisaged that the Project Delivery Agreement will also require the CRLL Board 
report regularly to the Sponsors on a variety of issues, including monthly reporting of 
expenditure against forecast, quarterly reporting on project progress, specific review 
points and any other monitoring or audits required by Sponsors. 

38. In common with most other Schedule 4A companies, CRLL will be subject to the 
Official Information Act 1982 and the Ombudsmen Act 1975. This will provide 
additional accountability and transparency measures.  

39. CRLL will be subject to auditing by the Office of the Auditor-General, in accordance 
with Section 156 of the Crown Entities Act 2004. 

Monitoring arrangements 

40. CRLL will be monitored jointly by the Crown and Auckland Council, with the Ministry of 
Transport acting as the monitoring department on behalf of the Crown. The monitoring 
role includes: 

40.1. monitoring and advising on CRLL’s strategic direction and planning processes 
(including its Statement of Intent and annual Statement of Performance 
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the following consequences of the establishment of CRRL as a Schedule 4A 
company: 

43.1. it will be part of the State services as defined in the State Sector Act 1988 

43.2. it may be subject to Ministerial directions under Section 107 of the Crown 
Entities Act 2004 to support a whole of government approach 

43.3. the employees will be state servants and may be subject to the State Services 
Code of Conduct if the State Services Commissioner applies the Code to the 
company. 

44. The Department of the Prime Minister and Cabinet has been informed. 

Financial implications 

45. A paper seeking budgetary appropriation for the project will be submitted to Cabinet 
separately. 

Human rights implications 

46. This proposal is consistent with the New Zealand Bill of Rights Act 1990 and the 
Human Rights Act 1993. 

Legislative implications 

47. An Order in Council will be required to add CRLL to Schedule 4A of the Public 
Finance Act 1989. 

48. Subject to Cabinet approval, the Ministry of Transport will instruct Parliamentary 
Counsel Office to prepare the Order in Council, and will submit the Order in Council to 
Cabinet Legislation Committee (LEG) for consideration.  

Waiving of 28-day rule 

49. We consider that it is appropriate to waive the 28-day rule for the Order in Council 
because it has little or no effect on the public, and it is desirable to establish CRLL as 
soon as possible. 

Regulatory Impact Analysis 

50. The regulatory impact analysis requirements do not apply to the options considered in 
this paper as they have no or minor impacts on businesses, individuals and/or not for 
profit entities. Therefore, a Regulatory Impact Statement is not required to be 
prepared.  

Gender implications 

51. There are no gender implications from this proposal. 
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Disability perspective 

52. None. 

Publicity 

53. We intend to issue a press release announcing that a company called City Rail Link 
Limited will be added to Schedule 4A of the Public Finance Act 1989 to manage the 
delivery of the Auckland City Rail Link project. 

Recommendations 

54. The Minister of Finance and the Minister of Transport recommend that the Committee: 

1. agree to the creation of a limited liability company called City Rail Link Limited 
to manage the construction and delivery of the Auckland City Rail Link project 

2. agree that City Rail Link Limited be added to Schedule 4A of the Public 
Finance Act 1989 

3. note that the Crown will hold 50 percent plus two of the shares in City Rail Link 
Limited, with the remainder held by Auckland Council 

4. note that for a company listed in Schedule 4A of the Public Finance Act 1989, 
the Crown’s shares must be held equally by two ministers, one of which must 
be the Minister of Finance 

5. agree that the Minister of Finance and the Minister of Transport will hold the 
shares in City Rail Link Limited on behalf of the Crown 

6. note that a separate paper will be submitted to Cabinet seeking budgetary 
appropriation for the City Rail Link project 

7. agree that City Rail Link Limited will be made subject to Crown Entities Act 
2004 restrictions on: 

 acquiring financial products (Section 161) 

 borrowing (Section 162) 

 the giving of guarantees and indemnities (Section 163) 

 use of derivatives (Section 164). 

8. note that City Rail Link Limited will be subject to the provisions of the Official 
Information Act 1982 and the Ombudsmen Act 1975  

9. agree that City Rail Link Limited will be monitored by the Ministry of Transport 
on behalf of the Crown 
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10. agree to the issue of drafting instructions to the Parliamentary Counsel Office 
to draft an Order in Council to: 

 add City Rail Link Limited to Schedule 4A of the Public Finance Act 1989 

 apply Sections 161 to 164 of the Crown Entities Act 2004 to CRLL 

  
 

 

 
 
 
 
Hon Steven Joyce   Hon Simon Bridges 
Minister of Finance   Minister of Transport   
Dated:                                                      Dated:                               
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Cabinet Economic Growth 
and Infrastructure 
Committee 

Minute of Decision 

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Establishment of City Rail Link Limited

Portfolios Finance / Transport

On 15 February 2017, the Cabinet Economic Growth and Infrastructure Committee:

1 agreed to the creation of a limited liability company, called City Rail Link Limited, to 
manage the construction and delivery of the Auckland City Rail Link project;

2 agreed that City Rail Link Limited be added to Schedule 4A of the Public Finance Act 
1989; 

3 noted that the Crown will hold 50 percent plus two of the shares in City Rail Link Limited, 
with the remainder held by Auckland Council;

4 noted that for a company listed in Schedule 4A of the Public Finance Act 1989, the Crown’s
shares must be held equally by two Ministers, one of which must be the Minister of Finance;

5 agreed that the Minister of Finance and the Minister of Transport will hold the shares in 
City Rail Link Limited on behalf of the Crown;

6 noted that a separate paper will be submitted to Cabinet seeking budgetary appropriation for
the City Rail Link project;

7 agreed that City Rail Link Limited be made subject to Crown Entities Act 2004 restrictions 
on: 

7.1 acquiring financial products (section 161);

7.2 borrowing (section 162);

7.3 the giving of guarantees and indemnities (section 163);

7.4 use of derivatives (section 164);

8 noted that City Rail Link Limited will be subject to the provisions of the Official 
Information Act 1982 and the Ombudsmen Act 1975;

9 agreed that City Rail Link Limited will be monitored by the Ministry of Transport on behalf
of the Crown;
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10 authorised the Ministers of Finance and Transport to issue drafting instructions to the 
Parliamentary Counsel Office to draft an Order in Council to: 

10.1 add City Rail Link Limited to Schedule 4A of the Public Finance Act 1989; 

10.2 apply sections 161 to 164 of the Crown Entities Act 2004 to City Rail Link Limited.

Janine Harvey
Committee Secretary

Present: Officials present from:
Hon Paula Bennett 
Hon Steven Joyce (Chair) 
Hon Gerry Brownlee 
Hon Simon Bridges 
Hon Michael Woodhouse 
Hon Anne Tolley 
Hon Nathan Guy 
Hon Dr Nick Smith 
Hon Judith Collins 
Hon Maggie Barry 
Hon Paul Goldsmith 
Hon Nicky Wagner 
Hon Jacqui Dean 
Hon Te Ururoa Flavell 

Officials Committee for EGI

Hard-copy distribution:
Minister of Finance 
Minister of Transport
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Cabinet Economic Growth 
and Infrastructure 
Committee 

Summary

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Establishment of City Rail Link Limited 

Portfolios Finance / Transport 

Purpose This paper seeks agreement to establish a company, to be named City Rail Link 
Limited (CRLL), to manage the delivery of the Auckland City Rail Link 
project.

Previous 
Consideration 

On 12 September 2016, Cabinet agreed to the terms and conditions of the 
Crown’s in-principle funding commitment to the Auckland City Rail Link
[CAB-16-MIN-0462].

Summary The Auckland City Rail Link project consists of two underground rail lines, 
running parallel for 3.4 kilometres.  The project will connect Britomart 
exchange to the existing Western Line in the vicinity of the current Mt Eden 
station.  This will substantially increase passenger train capacity within central 
Auckland.

The Crown and Auckland Council have agreed to act as joint Sponsors for the 
project.  The Sponsors have agreed to the establishment of a special purpose 
corporate vehicle to assume responsibility for the project from Auckland 
Transport.  The proposed approach is similar to that adopted for the 
establishment of Tamaki Redevelopment Company.

Agreement is sought to the establishment of CRLL as a limited liability 
company listed in Schedule 4A of the Public Finance Act 1989.  The Crown will
hold 50 percent plus two of the shares in CRLL, with Auckland Council holding
the remainder.  It is proposed that the Minister of Finance and the Minister of 
Transport will hold the CRLL shares on behalf of the Crown.  

Sir Brian Roche has been confirmed as Chair designate of CRLL.  The Ministry
of Transport will be the monitoring department on behalf of the Crown.

Early preparatory works on the Auckland City Rail Link have commenced, and 
it is aimed to have CRLL established in April 2017, with Crown funding 
scheduled to commence no later than July 2017.

Regulatory 
Impact Analysis 

Not required.
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Baseline 
Implications 

A paper seeking a budgetary appropriation for the project will be submitted to 
Cabinet separately.

Legislative 
Implications 

An Order in Council will be required to add CRLL to Schedule 4A of the Public
Finance Act 1989 and to apply sections 161-164 of the Crown Entities Act 2004
to CRLL.

Timing Issues It is desirable to establish CRLL as soon as possible (April 2017), and therefore 
a waiver of the 28-day rule will be sought when the Order in Council is 
submitted to Cabinet for approval.

Announcement The Ministers of Finance and Transport will issue a press release.

Proactive 
Release 

None.

Consultation Paper prepared by Treasury and Transport.  SSC was consulted.  DPMC was 
informed.  Auckland Council was also consulted.

The Minister of Finance and the Minister of Transport indicate that discussion is
not required with the government caucus or with other parties represented in 
Parliament.

The Minister of Finance and the Minister of Transport recommend that the 
Committee: 

1 agree to the creation of a limited liability company, called City Rail Link Limited, to 
manage the construction and delivery of the Auckland City Rail Link project;

2 agree that City Rail Link Limited be added to Schedule 4A of the Public Finance Act 1989; 

3 note that the Crown will hold 50 percent plus two of the shares in City Rail Link Limited, 
with the remainder held by Auckland Council;

4 note that for a company listed in Schedule 4A of the Public Finance Act 1989, the Crown’s 
shares must be held equally by two Ministers, one of which must be the Minister of Finance;

5 agree that the Minister of Finance and the Minister of Transport will hold the shares in City 
Rail Link Limited on behalf of the Crown;

6 note that a separate paper will be submitted to Cabinet seeking budgetary appropriation for 
the City Rail Link project;

7 agree that City Rail Link Limited be made subject to Crown Entities Act 2004 restrictions 
on: 

7.1 acquiring financial products (section 161);

7.2 borrowing (section 162);
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7.3 the giving of guarantees and indemnities (section 163);

7.4 use of derivatives (section 164);

8 note that City Rail Link Limited will be subject to the provisions of the Official Information 
Act 1982 and the Ombudsmen Act 1975;

9 agree that City Rail Link Limited will be monitored by the Ministry of Transport on behalf 
of the Crown;

10 authorise the Ministers of Finance and Transport to issue drafting instructions to the 
Parliamentary Counsel Office to draft an Order in Council to: 

10.1 add City Rail Link Limited to Schedule 4A of the Public Finance Act 1989; 

10.2 apply sections 161 to 164 of the Crown Entities Act 2004 to City Rail Link Limited.

Janine Harvey
Committee Secretary

Hard-copy distribution:
Cabinet Economic Growth and Infrastructure Committee
Office of the Prime Minister
Deputy Chief Executive, Policy, DPMC
  John Scott, PAG, DPMC 
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Cabinet 

Minute of Decision 

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Auckland City Rail Link Governance And Funding Arrangements

Portfolios Finance / Transport

On 26 June 2017, the Cabinet:

Background

1 noted that on 12 September 2016, Cabinet authorised the Minister of Finance and the 
Minister of Transport to sign a Heads of Agreement on behalf of the Crown that set out an 
in-principle commitment to funding the City Rail Link project in Auckland on an equal basis
with Auckland Council, subject to agreeing appropriate arrangements around the funding, 
governance and risk management of the project [CAB-16-MIN-0462];

2 noted that principal among the terms of the Heads of Agreement was an agreement to 
establish an independent Special Purpose Vehicle to deliver the City Rail Link (City Rail 
Link Limited), working with Auckland Transport, KiwiRail and others as necessary;

3 noted that since the Heads of Agreement was signed, the Ministers of Finance and Transport
have overseen the negotiation of comprehensive contractual arrangements that will give 
effect to the terms of the Heads of Agreement:

3.1 a Project Delivery Agreement that will govern the relationship between City Rail 
Link Limited and its Sponsors (the Crown and Auckland Council);  

3.2 a Sponsors’ Agreement that will govern the relationship between the Crown and 
Auckland Council as joint Sponsors and funders of the City Rail Link;

4 noted that Crown officials, Auckland Council officers and Sir Brian Roche (the Chair of 
City Rail Link Limited) have reached alignment on most of the key terms of the Project 
Delivery Agreement and Sponsors’ Agreement;

Scope and size of the Crown’s funding commitment and financial implications

5 noted that at Budget 2017, Cabinet committed to fund up to $1,718 million for the Crown’s 
contribution to the Auckland City Rail Link project, which was based on a net project cost 
of $3,437 million [CAB-17-MIN-0185.29];

6 noted that at Budget 2017, Cabinet established an appropriation for 2017/18 of 
$436 million, and agreed to pre-commit the remaining $1,282 million of the Crown’s 
contribution against Budgets 2018 to 2020 [CAB-17-MIN-0185.29 and CAB-17-MIN-
0243];
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7 noted that the Crown’s funding commitment in the Project Delivery Agreement and 
Sponsors’ Agreement will be $1,718 million, reflecting the net project cost referred to in 
paragraph 5 above;

8 noted that the Crown Funding Commitment may need to increase to account for timing 
issues around the proceeds of land sales, given that these will occur at the end of the City 
Rail Link project;

9 noted that City Rail Link Limited will be tasked with delivering a target cost below the 
gross project cost, likely to be set at the net P50 cost estimate of $3,372 million that assumes
a 50 percent probability that this cost will not be exceeded;

10 agreed that funding be provided to City Rail Link Limited on a quarterly basis, in the form 
of a capital injection, with the company providing a funding request to both Sponsors; 

11 noted that the Ministry of Transport will be responsible for approving these requests, 
provided the requests comply with the necessary provisions of the Project Delivery 
Agreement;

Management of the Crown’s funding commitment

12 noted that for the Crown to ensure that its funding is providing value for money, it will need
to specify a range of levers in the Project Delivery Agreement, including around reporting, 
monitoring, approvals and assurance;

13 agreed that the Project Delivery Agreement will set out the points at which Sponsors’ 
approval will be required, including approval of tender documentation for specified 
contracts, major transactions in relation to all the main contracts, approval of the delivery 
strategy components and variations thereof, and approval of dispute settlements;

14 agreed that the Project Delivery Agreement will set out the rights of Sponsors to be notified 
of major forecast or actual variations to cost and time, and have recourse to specified 
actions, including requiring the development of a remedial action plan by City Rail Link 
Limited;

15 authorised the Minister of Finance and the Minister of Transport to determine appropriate 
thresholds for the notification events and approval points in the Project Delivery Agreement;

Structure for decision-making with Auckland Council

16 agreed that Crown officials and Auckland Council officers will represent Sponsors on a 
Sponsors’ Forum that coordinates and communicates decisions needed under the Sponsors’ 
Agreement and Project Delivery Agreement.  On the Crown’s side, this will require officials 
to test decisions with Ministers prior to Sponsors’ Forum meetings;

17 agreed that each Sponsor will have autonomy to decide who will be able to make decisions 
on its behalf, allowing Ministers to delegate authority where they deem appropriate;

Mechanisms for addressing disputes

18 agreed that the Sponsors’ Agreement provides for escalation of non-funding disputes to 
senior officials in the first instance, followed by Ministers/Mayor/Councillors where a 
Sponsor has not fulfilled its obligations to the other Sponsor or for any failure to agree;

19 agreed that funding default by one Sponsor should result in an automatic debt subject to 
default interest and normal security;
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Ultimate ownership and operation of the City Rail Link

20 agreed that the Sponsors’ Agreement require Sponsors to agree the ultimate arrangements 
for ownership and operation of the City Rail Link asset, and/or a default arrangement, no 
later than the award of contracts for the main tunnels and stations works and the linewide 
systems (track and signalling) works, currently scheduled to occur around September 2018;

Project Delivery Agreement

21 agreed that the Project Delivery Agreement vest responsibility for delivering the City Rail 
Link Project solely and primarily with City Rail Link Limited, with the Crown and 
Auckland Council having a limited suite of oversight mechanisms to satisfy themselves on 
the progress of the project and the ability of City Rail Link Limited to deliver it;

22 agreed that the key terms of the Project Delivery Agreement will include, in addition to the 
terms described above:

22.1 setting out the scope of the City Rail Link project, in physical and functional terms, 
and the parameters the Sponsors require City Rail Link to be delivered against;

22.2 requiring City Rail Link Limited to develop a delivery strategy for the project in 
terms of procurement, insurance, risk allocation, interface management, completion, 
and handover;

22.3 provision for uncalled capital of $3,400 million, to be drawn down by the company 
against cash flow forecasts;

22.4 setting out the rights of Sponsors to receive shares in return for cash paid and to 
undertake audits to check that moneys have only been used for the purposes of the 
project;

Sponsors’ Agreement

23 agreed that the Sponsors’ Agreement reflect the intent of Sponsors to work together and 
make decisions on an equal basis, providing ‘one voice’ to the company on project matters;

24 agreed that the key terms of the Sponsors’ Agreement will include, in addition to the terms 
described above:

24.1 setting out the objectives of the Crown and Auckland Council in relation to the City 
Rail Link project (around costs, time and scope);

24.2 requiring Sponsors to consult each other and inform City Rail Link Limited prior to 
making public statements about the project or the company;

24.3 reflecting the principle that the Crown will provide funding for 50 percent of the 
costs and any future variations of the early works contracts entered into prior to 
Crown involvement that are reasonable and not due to the negligence of Auckland 
Council and/or Auckland Transport;

25 authorised the Minister of Finance and the Minister of Transport to consider whether and 
how the Sponsors’ Agreement addresses development opportunities created by the City Rail 
Link and consideration of the potential for value capture as part of future infrastructure 
projects in Auckland;
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Tax treatment

26 noted that City Rail Link Limited could be required to pay GST and income tax;

27 agreed that the Project Delivery Agreement should provide for the Crown to reimburse 
Auckland Council and City Rail Link Limited for any tax incurred if necessary; 

28 noted that the City Rail Link Limited payment of GST and income tax is not included in the
gross cost estimate for the project, and that any additional funding required will need to be 
appropriated and managed against Budget allowances;

29 noted that the Ministry of Transport and Treasury will continue to work through City Rail 
Link Limited’s GST and income tax requirements, and will report back to the Minister of 
Finance and the Minister of Transport with a proposal for managing this;

Timing for City Rail Link Limited to assume project responsibilities

30 noted that the Project Delivery Agreement includes certain conditions that need to be 
satisfied prior to it coming into effect, and that these conditions are also required prior to 
Crown funding coming into effect:

30.1 execution of a transfer agreement between Auckland Transport and City Rail Link 
Limited, in a form satisfactory to and approved by the Sponsors;

30.2 execution of an agreement providing for an appropriate arrangement for support 
from Auckland Transport, that sets out the rights and obligations of both parties with 
respect to delivery of the City Rail Link in a way that integrates with the regions 
wider transport network;

30.3 adoption of a revised company constitution;

30.4 obtaining an Order in Council under section 3AB of the Public Finance Act 1989 
providing that City Rail Link Limited is listed in Schedule 4A of that Act (already 
satisfied, LEG-17-MIN-0055);

31 noted that until the conditions precedent above are met, the Heads of Agreement continues 
to govern project delivery arrangements, unless the Sponsors agree otherwise;

32 noted that work to establish City Rail Link Limited as being in a position to deliver the 
project includes the appointment of the remaining directors and the completion of an 
application for City Rail Link Limited to be a requiring authority under the Resource 
Management Act 1991;

33 noted that there are several other matters that will need to be in place as soon as possible 
after City Rail Link Limited is operational to ensure it is fully equipped to deliver the project
and that all statutory requirements are satisfactorily fulfilled, namely:

33.1 agreements between City Rail Link Limited and each of Auckland Transport and 
KiwiRail;

33.2 a Deed of Settlement;

33.3 execution of an Order in Council under section 7 of the Local Government Act 2002 
exempting City Rail Link Limited from being a council-controlled organisation;
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Further work 

34 noted that following Cabinet decisions, the Minister of Finance and the Minister of 
Transport will continue to oversee the development and finalisation of the Project Delivery 
Agreement and Sponsors’ Agreement to reflect the key terms agreed by Cabinet;

Delegated authority for Ministers

35 authorised the Minister of Finance and the Minister of Transport to finalise and sign the 
Project Delivery Agreement and Sponsors’ Agreement on behalf of the Crown;

36 authorised the Minister of Finance and the Minister of Transport to perform the duties of 
the Crown as a Sponsor under the Project Delivery Agreement and Sponsors’ Agreement, 
and to sub-delegate authority to perform those duties where appropriate;

Publicity

37 noted that the Minister of Finance and the Minister of Transport will work with the Mayor 
of Auckland on any possible publicity at the time of the signing of the Project Delivery 
Agreement and Sponsors’ Agreement.

Michael Webster
Secretary of the Cabinet

Hard-copy distribution:
Prime Minister
Minister of Finance
Minister of Transport
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Cabinet 

Summary

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Auckland City Rail Link Governance and Funding Arrangements 

Portfolios Finance / Transport 

Purpose This paper seeks approval for the Minister of Finance and the Minister of 
Transport to finalise the governance and funding arrangements for City Rail 
Link Limited, the company that has been established to complete the 
construction of the City Rail Link project in Auckland.

Previous 
Consideration 

On 12 September 2016, Cabinet approved the terms and conditions of the 
Crown’s in-principle funding commitment to the Auckland City Rail Link, and 
authorised the Ministers of Finance and Transport to approve the documentation
to bring this commitment into effect [CAB-16-MIN-0462].

In Budget 2017, Cabinet agreed to fund $1.718 billion of the Crown’s share of 
the total project costs for the Auckland City Rail Link project, and invited the 
Ministers of Finance and Transport to report back to Cabinet seeking agreement 
to the key terms of the Project Delivery and Sponsors’ Agreements, and to the 
final amount of the Crown’s contribution to the City Rail Link project 
[CAB-17-MIN-0185.29].

Summary In September 2016, the government and Auckland Council signed a Heads of 
Agreement to guide the actions of both parties (together, the Sponsors) to set up 
arrangements for the funding, governance and risk management of the City Rail
Link project.

There is now alignment on most of the key terms of the Project Delivery 
Agreement and the Sponsors’ Agreement (summarised in paragraph 4).  An 
overview of the contractual arrangements is in the tables in paragraphs 46 
and 50.  The proposed governance structure for Sponsor decision-making is in 
Appendix 1.

There may be an issue with the tax treatment for City Rail Link Limited, as it 
could be required to pay GST and income tax.  It is hoped that a solution to this 
issue will be found over the next 12 months, but if this is not possible the 
Agreements allow for tax paid by Auckland Council and City Rail Link Limited
to be reimbursed.

While the City Rail Link is being built, the ownership of the assets will be 
vested in City Rail Link Limited.  The Sponsors’ Agreement includes a 
commitment from both the Crown and Auckland Council to agree the ultimate 
arrangements for ownership and operation of the asset, and/or a default 
arrangement, no later than the award of contracts for the main tunnels and 
stations works, and the track and signalling works.  This is currently scheduled 
to occur around September 2018.
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Authority is sought for the Ministers of Finance and Transport to agree to the 
outstanding issues and to finalise the Project Delivery and Sponsors’ 
Agreements for signing.

Regulatory 
Impact Analysis 

Not required.

Baseline 
Implications 

Agreement is sought to revise the Crown’s funding commitment to the City Rail
Link from $1,718 million to $1,868 million.  This is based on a gross project 
cost of $3,736 million (up from the project cost of $3,437 million agreed at 
Budget 2017).  City Rail Link Limited will be tasked with delivering a target 
cost below this overall figure, likely to be set at the P50 net cost estimate of 
$3,372 million.

Any updates to cost estimates will be provided as part of Budget 2018.

Financial implications are discussed in paragraphs 61-67.

Legislative 
Implications 

None.

Timing Issues The appointments of the remaining directors for City Rail Link Limited were 
considered by the Cabinet Appointments and Honours Committee on 20 June 
2017 [APH-17-MIN-0148].

The parties are working to complete the legal agreements for the transfer of 
assets and staff from Auckland Transport to City Rail Link Limited by 1 July 
2017.

Announcement The Ministers of Finance and Transport will work with the Mayor of Auckland 
on any possible public announcement.

Proactive 
Release 

None.

Consultation Paper prepared by Treasury and Transport.  DPMC was informed.  

The Ministers of Finance and Transport indicate that discussion is not required 
with the government caucus, or with other parties represented in Parliament.

The Minister of Finance and the Minister of Transport recommend that Cabinet: 

Background

1 note that on 12 September 2016, Cabinet authorised the Minister of Finance and the 
Minister of Transport to sign a Heads of Agreement on behalf of the Crown that set out an 
in-principle commitment to funding the City Rail Link project in Auckland on an equal basis
with Auckland Council, subject to agreeing appropriate arrangements around the funding, 
governance and risk management of the project [CAB-16-MIN-0462];
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2 note that principal among the terms of the Heads of Agreement was an agreement to 
establish an independent Special Purpose Vehicle to deliver the City Rail Link (City Rail 
Link Limited), working with Auckland Transport, KiwiRail and others as necessary;

3 note that since the Heads of Agreement was signed, the Ministers of Finance and Transport 
have overseen the negotiation of comprehensive contractual arrangements that will give 
effect to the terms of the Heads of Agreement:

3.1 a Project Delivery Agreement that will govern the relationship between City Rail 
Link Limited and its Sponsors (the Crown and Auckland Council);  

3.2 a Sponsors’ Agreement that will govern the relationship between the Crown and 
Auckland Council as joint Sponsors and funders of the City Rail Link;

4 note that Crown officials, Auckland Council officers and Sir Brian Roche (the Chair of City 
Rail Link Limited) have reached alignment on most of the key terms of the Project Delivery 
Agreement and Sponsors’ Agreement;

Scope and size of the Crown’s funding commitment and financial implications

5 note that at Budget 2017, Cabinet committed to fund up to $1,718 million for the Crown’s 
contribution to the Auckland City Rail Link project, which was based on a net project cost 
of $3,437 million [CAB-17-MIN-0185.29];

6 note that at Budget 2017, Cabinet established an appropriation for 2017/18 of $436 million, 
and agreed to pre-commit the remaining $1,282 million of the Crown’s contribution against 
Budgets 2018 to 2020 [CAB-17-MIN-0185.29 and CAB-17-MIN-0243];

7 note that the Crown’s funding commitment has been revised up from $1,718 million to 
$1,868 million;

8 note that the $1,868 million figure referred to in paragraph 7 above is based on a gross 
project cost of $3,736 million, which takes account of:

8.1 further costs associated with the operation and governance of City Rail Link 
Limited;

8.2 property transfer;

8.3 the exclusion of the proceeds of land sales, given that these will occur at the end of 
the City Rail Link project;

9 agree to fund $1,868 million of the Crown’s share of the total project costs for the City Rail 
Link project;

10 agree to revise the pre-commitment against Budgets 2018 to 2020 from the $1,282 million 
agreed at Budget 2017 to $1,432 million, reflecting the updated estimate of the Crown’s 
share of the total project costs;

11 note that a further request for an appropriation will be made in Budget 2018, to draw on the 
pre-commitment referred to in paragraph 10 above;

12 note that the Pre-Election Economic and Fiscal Update will include the updated Crown 
funding commitment to the project of $1,868 million; 
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13 note that City Rail Link Limited will be tasked with delivering a target cost below the gross 
project cost, likely to be set at the net P50 cost estimate of $3,372 million that assumes a 
50 percent probability that this cost will not be exceeded;

14 agree that funding be provided to City Rail Link Limited on a quarterly basis, in the form of 
a capital injection, with the company providing a funding request to both Sponsors; 

15 note that the Ministry of Transport will be responsible for approving these requests, 
provided the requests comply with the necessary provisions of the Project Delivery 
Agreement;

Management of the Crown’s funding commitment

16 note that for the Crown to ensure that its funding is providing value for money, it will need 
to specify a range of levers in the Project Delivery Agreement, including around reporting, 
monitoring, approvals and assurance;

17 agree that the Project Delivery Agreement will set out the points at which Sponsors’ 
approval will be required, including approval of tender documentation for specified 
contracts, major transactions in relation to all the main contracts, approval of the delivery 
strategy components and variations thereof, and approval of dispute settlements;

18 agree that the Project Delivery Agreement will set out the rights of Sponsors to be notified 
of major forecast or actual variations to cost and time, and have recourse to specified 
actions, including requiring the development of a remedial action plan by City Rail Link 
Limited;

19 authorise the Minister of Finance and the Minister of Transport to determine appropriate 
thresholds for the notification events and approval points in the Project Delivery Agreement;

Structure for decision-making with Auckland Council

20 agree that Crown officials and Auckland Council officers will represent Sponsors on a 
Sponsors’ Forum that coordinates and communicates decisions needed under the Sponsors’ 
Agreement and Project Delivery Agreement.  On the Crown’s side, this will require officials 
to test decisions with Ministers prior to Sponsors’ Forum meetings;

21 agree that each Sponsor will have autonomy to decide who will be able to make decisions on
its behalf, allowing Ministers to delegate authority where they deem appropriate;

Mechanisms for addressing disputes

22 agree that the Sponsors’ Agreement provides for escalation of non-funding disputes to senior
officials in the first instance, followed by Ministers/Mayor/Councillors where a Sponsor has 
not fulfilled its obligations to the other Sponsor or for any failure to agree;

23 agree that funding default by one Sponsor should result in an automatic debt subject to 
default interest and normal security;

Ultimate ownership and operation of the City Rail Link

24 agree that the Sponsors’ Agreement require Sponsors to agree the ultimate arrangements for 
ownership and operation of the City Rail Link asset, and/or a default arrangement, no later 
than the award of contracts for the main tunnels and stations works and the linewide systems
(track and signalling) works, currently scheduled to occur around September 2018;
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Project Delivery Agreement

25 agree that the Project Delivery Agreement vest responsibility for delivering the City Rail 
Link Project solely and primarily with City Rail Link Limited, with the Crown and 
Auckland Council having a limited suite of oversight mechanisms to satisfy themselves on 
the progress of the project and the ability of City Rail Link Limited to deliver it;

26 agree that the key terms of the Project Delivery Agreement will include, in addition to the 
terms described above:

26.1 setting out the scope of the City Rail Link project, in physical and functional terms, 
and the parameters the Sponsors require City Rail Link to be delivered against;

26.2 requiring City Rail Link Limited to develop a delivery strategy for the project in 
terms of procurement, insurance, risk allocation, interface management, completion, 
and handover;

26.3 provision for uncalled capital of $3,736 million, to be drawn down by the company 
against cash flow forecasts;

26.4 setting out the rights of Sponsors to receive shares in return for cash paid and to 
undertake audits to check that moneys have only been used for the purposes of the 
project;

Sponsors’ Agreement

27 agree that the Sponsors’ Agreement reflect the intent of Sponsors to work together and make
decisions on an equal basis, providing ‘one voice’ to the company on project matters;

28 agree that the key terms of the Sponsors’ Agreement will include, in addition to the terms 
described above:

28.1 setting out the objectives of the Crown and Auckland Council in relation to the City 
Rail Link project (around costs, time and scope);

28.2 requiring Sponsors to consult each other and inform City Rail Link Limited prior to 
making public statements about the project or the company;

28.3 reflecting the principle that the Crown will provide funding for 50 percent of the 
costs and any future variations of the early works contracts entered into prior to 
Crown involvement that are reasonable and not due to the negligence of Auckland 
Council and/or Auckland Transport;

29 authorise the Minister of Finance and the Minister of Transport to consider whether and how
the Sponsors’ Agreement addresses development opportunities created by the City Rail Link
and consideration of the potential for value capture as part of future infrastructure projects in
Auckland;

Tax treatment

30 note that City Rail Link Limited could be required to pay GST and income tax;

31 agree that the Project Delivery Agreement should provide for the Crown to reimburse 
Auckland Council and City Rail Link Limited for any tax incurred if necessary; 
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32 note that the City Rail Link Limited payment of GST and income tax is not included in the 
gross cost estimate for the project, and that any additional funding required will need to be 
appropriated and managed against Budget allowances;

33 note that the Ministry of Transport and Treasury will continue to work through City Rail 
Link Limited’s GST and income tax requirements, and will report back to the Minister of 
Finance and the Minister of Transport with a proposal for managing this;

Timing for City Rail Link Limited to assume project responsibilities

34 note that the Project Delivery Agreement includes certain conditions that need to be satisfied
prior to it coming into effect, and that these conditions are also required prior to Crown 
funding coming into effect:

34.1 execution of a transfer agreement between Auckland Transport and City Rail Link 
Limited, in a form satisfactory to and approved by the Sponsors;

34.2 execution of an agreement providing for an appropriate arrangement for support 
from Auckland Transport, that sets out the rights and obligations of both parties with 
respect to delivery of the City Rail Link in a way that integrates with the regions 
wider transport network;

34.3 adoption of a revised company constitution;

34.4 obtaining an Order in Council under section 3AB of the Public Finance Act 1989 
providing that City Rail Link Limited is listed in Schedule 4A of that Act (already 
satisfied, LEG-17-MIN-0055);

35 note that until the conditions precedent above are met, the Heads of Agreement continues to 
govern project delivery arrangements, unless the Sponsors agree otherwise;

36 note that work to establish City Rail Link Limited as being in a position to deliver the 
project includes the appointment of the remaining directors and the completion of an 
application for City Rail Link Limited to be a requiring authority under the Resource 
Management Act 1991;

37 note that there are several other matters that will need to be in place as soon as possible after
City Rail Link Limited is operational to ensure it is fully equipped to deliver the project and 
that all statutory requirements are satisfactorily fulfilled, namely:

37.1 agreements between City Rail Link Limited and each of Auckland Transport and 
KiwiRail;

37.2 a Deed of Settlement;

37.3 execution of an Order in Council under section 7 of the Local Government Act 2002 
exempting City Rail Link Limited from being a council-controlled organisation;

Further work 

38 note that following Cabinet decisions, the Minister of Finance and the Minister of Transport 
will continue to oversee the development and finalisation of the Project Delivery Agreement
and Sponsors’ Agreement to reflect the key terms agreed by Cabinet;
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Delegated authority for Ministers

39 authorise the Minister of Finance and the Minister of Transport to finalise and sign the 
Project Delivery Agreement and Sponsors’ Agreement on behalf of the Crown;

40 authorise the Minister of Finance and the Minister of Transport to perform the duties of the 
Crown as a Sponsor under the Project Delivery Agreement and Sponsors’ Agreement, and to
sub-delegate authority to perform those duties where appropriate;

Publicity

41 note that the Minister of Finance and the Minister of Transport will work with the Mayor of 
Auckland on any possible publicity at the time of the signing of the Project Delivery 
Agreement and Sponsors’ Agreement.

Janine Harvey
for Secretary of the Cabinet

Hard copy distribution:
The Cabinet
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